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THE NEW YEAR 


\ || ankind is always inclined to exaggerate the difficulties of to-day, 

but to view the past, the good old times,in a glorified light. But if 

we endeavour to give ourselves a true picture of conditions in the Finland 

of today, we must admit, that after all we have gone through, things could 

be much worse. Today we eat better, we are better dressed and there are 
more goods in our shopwindows than during the past few years. 

The reason for this is simple. During the last years we succeeded not only 
in maintaining, but even somewhat increased our production and thereby 
have had at our disposal a satisfactory quantity of utilities either for our own 
consumption or for exchange against foreign goods. 

The deposits by the public in the monetary institutions increased during 
the year 1949 by 22 milliard marks, which in figures is more than ever be- 
fore, and in reality corresponds to the best pre-war years. The development 
of deposits is a good barometer of the economic situation. The better the 
market conditions, the more the deposits increase; during the years 1931— 
1932 of the great depression, we had a direct decrease in deposits. 

Unfortunately it has been impossible during the past year entirely to check 
inflation. The year 1949 is the eleventh year of a long period of inflation 
which Finland has experienced in connection with the second world war. 

Even if in a general way we can be satisfied with the past year, we have 
cause for serious self-examination at the turn of the year. Beginning with 
the State, a general extravagance has gained ground among our people. The 
various groups of individuals consider egoistically and onesidedly their own 
interests. If we wish to return to sound social conditions, we must demand 
a higher sense of responsibility and a feeling for the general good than has 
been shown during recent times. In this connection criticism must also be 
directed against the extravagance which in the form of so called «represen- 
tation» has gained ground within our trade and industry. 
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The sustaining of the value of money during the year 1950 will again be 
more difficult. A year ago we had strong deflationary forces expecially abroad. 
At present we have in Finland hardly any price reducing factors, but 
on the contrary many which are likely to increase prices. The consequences 
of the financial policy pursued after the war will obviously appear more 
clearly this year than previously. Up to the present the constantly increased 
expenditure has in the main been covered through the larger income from 
customs duties on the rising imports, the more active turnover within home 
trade has increased the turnover tax and the rising wage incomes have year 
by year given a better result from income tax. In the future we cannot be 
certain that these increases in income will continue. If the State therefore 
cannot reduce its expenditure, the danger exists that it will cover its need 
for money by the abuse of its relationship with the Bank of Finland. Thus 
for the fifth year running we permit ourselves to bring to mind the necessity 
of limiting the State borrowing from the Bank of Finland, however acknow- 
ledging at the same time that this question has taken a small step forward 
during last year due to the fact that the Government recently tabled a pro- 
position on the matter in the Diet, where the question is now under consid- 
eration. 

As a result of the great increase in State expenditure, our people failed 
last year to obtain the relief in taxation which the General Planning Commit- 
tee had promised in the spring. Despite all warnings expenditure has contin- 
ued and still continues to increase. The information, which the finance 
committee has obtained regarding the needs of the different branches of ad- 
ministration indicates that next summer, when the following year’s budget 
will be drawn up, we cannot even think of any relief in taxation. Provided 
that the worst alternative i.e. financing by treasury bills can be avoided, we 
shall have two possibilities before us: either we have to grip the Geddes-axe 
and force a radical reduction in expenditure, or — increase taxation. 


R. v. FIEANDT. 
































DEVELOPMENTS IN MONETARY CAPITAL 
DURING RECENT YEARS 


By O. TOIKKA, Assistant Chief General Manager of 
Pohjoismaiden Yhdyspankki/Nordiska Féreningsbanken. 


sb changes in respect of monetary capital are best reflected in bank 
deposits, which we shall now discuss and which only concern deposits 
by the public on deposit account and on current account. These and especially 
the volume and growth of deposits are decisive for the activity of monetary 
institutions. It is natural that the internal competition between the banks is 
primarily directed towards deposits. 

In view of the prevailing conditions with us, we can say that the increase 
in capital savings was relatively favourable in the years before the last wars. 
Total deposits by the public in monetary institutions during the years 1936—38 
increased by almost 6 milliard marks or almost 2 milliards per year. This 
increase in capital could on the whole meet the requirements of that period. 
The supply and demand in respect of capital was fairly equal. The increase in 
funds deposited in monetary institutions could even be considered remarkable 
since it amounted on an average to 12% per year during the period mentioned. 
If we consider, however, that capital savings in our country are exceptionally 
small in comparison with more economically developed countries, the propor- 
tionate increase is of no great significance. We should rather give more consi- 
deration to the mark value of the increase. 

It would be a simple matter to follow the changes in deposits with the aid 
of statistics if the measuring standard had remained unchanged the whole 
time, i.e., if the value of the mark had remained unchanged during the period 
in question. But since inflation has continually decimated the purchasing 
power of the mark, statistics as such cannot be used for making comparisons. 
In the following table deposits have therefore been transformed to the value 
of the mark in 1935 with the aid of the wholesale price index. The resultant 
series of figures show that the development during the past fateful years 
has not been so unequal as might have been expected. 


During the years 
1936—38 the an- 
nual increase in 
deposits was 
about 2 milliard 
marks, which suf- 
ficed 


for credit. 


requirements. 




















Savings were 
relatively brisk 
in the years 1943 
—45, but on a 
smaller scale in 
1946 —48. 
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Deposits by the public in monetary institutions during 
the years 193$—49; in million marks 


The nominal amounts have been changed to real, i.e. to the year 1935’s monetary value with the 
aid of the wholesale price index for December each year. 


Deposits at the end of year Yearly increase 
Year Nominal value _ Real value Nominal value Real value 
1935 13 996 13 996 $05 505 
1936 15 373 14 103 I 377 I 263 
1937 . 18 024 14 774 2651 2172 
1938 19 937 17 643 1913 1 693 
1939 19 770 14 440 — 167 — 122 
1940 23 298 13 237 3 528 2 00§ 
1941 25 066 II 993 1 768 846 
1942 29 526 II 312 4 460 I 709 
1943 36 569 12 567 7 043 2 404 
1944 44 $32 14 182 7 963 2 536 
1945 61 417 10 118 16 885 2782 
1946 70 018 9 658 8 6o1 1 186 
1947 85 426 8 458 15 408 I 526 
1948 100 886 9 138 15 460 I 400 
1949 127 075 11 167 26 189 2 301 


If we examine the figures carefully we can immediately verify that the 
yeats 1939 and 1941 were unfavourable for deposits, for reasons which are 
easily understood. We also note that the increase in deposits was very great 
during the years 1943—45, but considerably smaller the three following 
years. There is also a reason for this. When the supply position deteriorated 
year by year during the war and the quantity of available goods decreased, 
and when wages continued to rise, free capital involuntarily accumulated 
in the hands of the public and a considerable part of it found its way to mone- 
tary institutions despite the fact that the value of the mark continually deterio- 
rated. In addition, the bank assets of corporations and merchants increased 
as their stocks decreased. But as foreign trade was again resumed and the home 
industry was reorganised for peace-time production, the quantity of avail- 
able goods increased. The public’s money was no longer available to the same 
extent as previously for depositing in the banks, while industrial enterprises 
and businesses used their disposable funds for increasing their stocks. 
Both these phenomena retarded the growth of deposits. The particularly 
good result in 1945 and the unfavourable result in 1946 are partly connected 
with the exchange of bank-notes which was carried through at the end of 
1945. The funds which flowed into monetary institutions at the end of 1945 
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Deposits by the public in monetary institutions 
in the years 193$—49 
The curved line shows the volume of deposits (the scale on the right side) according to the value 
of the mark in 1935. 


The piles illustrate the annual growth of deposits (the scale on the left side) according to the 
value of the mark in 1935. 


The diagram has been made up with the aid of the table on the preceding page. 
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consisted chiefly of temporary deposits which were soon withdrawn the fol- 
lowing year. 

The increase in deposits last year was in a class by itself if compared with, in 

the increase during the last few years. While the increase in 1948 amounted deposits in 1949 
to 15.5 milliard marks, the increase last year was 26.2 milliards or 26% of level with | pre- 
deposits at the end of the previous year. This must be considered a parti- 
cularly good result, not only in respect of the percentage but also in comparison 
to the development in the pre-war years. Expressed in the 1935 value of the 
mark the increase was 2.3 milliards. We have previously stated that the 
increase in the good years 1936—38 amounted to almost 2 milliards per year, 
which is only equivalent to 1.7 milliards according to the price level in 1935. 
Last year’s increase thus considerably exceeds the results of the pre-war years. 
Without a closer examination of the reasons for this favourable development 
we can only say that the stabilization of the currency has undoubtedly been the 
most important factor. Even although inflation has not yet been mastered, 
the situation has nevertheless completely changed since the middle of 1948. 
The high rate of interest on deposits has also had a favourable influence on 
developments. 

When we consider last year’s result, a further item on the credit side is 
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the fact that the growth in savings is due to a somewhat greater extent than 
previously to increased time deposits. While the increase in deposits on 
ie cnet deposit account, for example, amounted on an average to 82% of the 
Pd el. total increase in deposits in 1943—45, and to 60 % in the years 1946—48, 
pe gn the increase last year amounted to 85%. The tendency has also been sound in 
this respect because time deposits offer greater possibilities for loans than 
demand deposits. 

Although the public have, despite bad times and many disappointments, 
deposited a considerable amount of funds of varying purchasing power in 
monetary institutions, deposits have not, however, actually maintained the 
previous level. While the nominal value of deposits has increased, inflation has 
undermined the mark value so rapidly that it has actually been reduced in an 
alarming manner. Since we know that the annual increase in savings has 
recently been well up to the peace-time level, we can say that the real reduc- 
tion in all deposits is not in the first hand due to reduced savings, but to the 
fact that it is impossible for capital savings to grow so quickly that this could 
counter-balance the destructive effects of inflation. 

In order to illustrate the actual changes in deposits, the following figures 
may be mentioned: If the wholesale price index is taken as the basis for the 
fall in the currency, we see that deposits at the end of the years 1945 and 1947 
were in fact only 54% and 45% respectively of deposits in August 1939. 
The curve fell thereafter until the corresponding percentage in June 1948 was 

a" begin. 43.70" After a change in the economic development in the summer of 1948, 

=: of 1948 real the percentage increased at the end of that year to 49% and at the end of last 

tary institutions year to as much as 59%. Total deposits in monetary institutions had thus 

| increased from about 21 milliard marks in August 1939 to about 127 milliards 
at the end of last year. 

The figures mentioned above should explain the great extent to which 
inflation has destroyed capital savings and how small these really are. The 
chronic shortage of capital is thus perfectly natural. The figures also show 
that the situation cannot be quickly improved and not without exertions. 
On the other hand it is satisfactory to note that deposits have increased greatly, 
especially last year. Despite the losses of agriculture due to frosts, unrest in 
the labour market, a reduction of forestry work and many other factors 
unfavourable to thrift, the increase in monetary capital last year was very 
good in comparison with the results of the previous and the best pre-war years, 
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FINLAND'S FOREIGN DEBTS 
AND BALANCES 


° By Professor A. E. TUDEER, 
Head of the Institute for Economic Research of the Bank of Finland. 


I: Finland’s economic life there occur periods in which foreign loans are 
required and obtained, and periods when these debts are rapidly reduced. 
The former are periods characterised by a great expansion in trade and com- 
merce when foreign credits are required primarily for the expansion of the 
machinery of production. But in addition, foreign credits are required for 
house-building and even for the people’s daily consumption, because a 
considerable proportion of the population are engaged in expanding the 
machinery of production which is not yet giving any return. When the 
objective is attained and production increases — and exports increase or 
imports of some goods become unnecessary — a turning-point is reached: 
the foreign loans can be repaid without disturbing ‘the economic activity. 
Such a period of borrowing from abroad was, for example, the latter half 
of the twenties. Then came the thirties, when the foreign indebtedness rapidly 
° land’s foreign 
decreased, so that when the war period commenced, foreign liabilities and debte and balen- 
assets were practically equal. It has been said that this rapid repayment of tically ‘even 


even 


when World War 
debts was a mistaken policy because the accumulated capital should have 11 commenced. 


been used for the purchase of large stocks for the coming requirements of 
the war period. On the other hand it is obvious that the Finnish policy of 
redemption earned Finland a good name abroad, a goodwill which has since 
been of great advantage to her. That policy also prevented the standard of 
living from reaching such a high level in the good years that the continued 
maintenance of it would have proved impossible. The descent to the scanty 
consumption of war-time would have been still more drastic than it actually 
proved to be. Further, it should be remembered that this reduction of the 
foreign indebtedness was in no manner dictated from above, but a comple- 
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tely voluntary action which was the natural result of the economic develop- 
ment. This is also proved by the fact that long-term loans were not repaid 
before they fell due, but that the change took the form of a reduction in 
the short-term debts which had made our economy dependent on foreign 
buyers, at the same time as reserves were collected abroad. 

After the war our country has again entered a period of borrowing. For- 
eign credits have become absolutely necessary to us after the devastation, 
neglect and exertions of the war years. Thanks to these credits, the machi- 

“ nery of production, which had become worn out and obsolete during the war, 
xtensive foreign 
eee sale So eae first of all put in order. The foreign credits have also been very necess- 
quired after th 
war. * ary in order to raise consumption above the starvation level to which it had 
fallen during the war years, and thus to improve the ability and effectiveness 
of labour. These credits have also been invaluable for the fulfilment of re- 
parations: they were above all required for the purchase of indispensable 
machinery, raw materials and supplies for this purpose. As a result of this 
the foreign indebtedness has increased year by year and is now larger than at 
any previous time. 


a 


Foreign indebtedness is always connected with a considerable »rate of 
exchange risk». There is always a possibility that war, economic revolutions 
and the different economic movement in different countries will alter the 
relationship between the currencies. Such alterations have repeatedly resulted 
in the fall of the Finnmark in relation to foreign — or to certain foreign 
— currencies. That happened in the upheavals during and after the First 
World War, it happened during the economic storms of the early thirties, 
and it happened again during the difficulties caused by the Second World 
War. In 1945 the rates for foreign currencies had to be raised, and the same 
expedient had to repeated last year, because the purchasing power of the 
mark had generally deteriorated more than the currencies of those countries 
with which Finland has the most important trade relations. The rates of 
exchange were revised only after long hesitation because it was feared that 
such a step would seriously disturb the balance already achieved. Further it was 
obvious that this would at least to some extent result in increased prices of 
imports, which could easily lead to demands for higher wages and increase 
the burden of the foreign debt. The weak export market in July last year, 
however, made it necessary to increase the rates of exchange in order to avoid 
a period of depression and perhaps extensive unemployment. In Sep- 
tember, when Great Britain increased the dollar rate, it was obvious that 
Finland must follow the same course because she had no possibility of re- 
ducing the sterling rate and thus jeopardising the exports to her most im- 
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portant foreign market. One result of these measures has been that the for- 
eign debt has increased considerably as expressed in marks during the past ae ON hal 
year although no new capital was brought into the country. At the same pose Geechee r} 
time actual changes have also naturally taken place during the course of the — fam 4 
year in respect of foreign liabilities as well as indebtedness. The various altera- fA 
tious in the foreign debt will be analysed below. Wi 
The examination of the movement of the foreign debt in 1949 can appro- 
ptiately start from the fact that the net indebtedness, i.e., the total of all 
liabilities less balances, was 43,978 million marks at the end of 1948. All r | 
amounts have been calculated according to the rates of exchange then cur- Piss 
rent, some approximately but most of them accurately, and the total amount A 
was equivalent to 323.4 million dollars. Only those parts of the credits a. 


granted which were utilized up to that time, have been taken into con- al E 








sideration. The reparations debt has not been included in the total amount a 
of liabilities mentioned, contrary to the procedure concerning the still unpaid j “| . 
part of the so-called German claims. a ; 


In examining the /ong-term indebtedness, we should remember that this kind od 
of loan, in the former meaning of the word has been impossible to obtain ¥ 2 
during recent times. According to the principles applied by the International 4 } 
Monetary Fund, long-term loans include all loans which run for a longer 
period than one year. A large part of Finland’s foreign indebtedness thus 
consists of medium-term or of purely short-term credits, according to old 
terminology. Only a few actual long-term loans remain, old loans from the 
pre-war years which are gradually amortized during the course of decades. 

There were very few opportunities of obtaining foreign loans last year, 
considerably fewer than during the previous post-war years. Only two loans 
were obtained, both from the United States. Finland had applied for a large 
loan from the International Bank for Reconstruction and Development, but cit unlilas 
on account of the brisk demand for credits, had to be content with a small were obtained in 


i a 1949 than in pre- 
loan. In July Finland was granted a loan of 12.5 million dollars to be re- vious years, and 


paid within 15 years. The greater part of the loan is to be used for the pur- od. 
chase of necessary machinery for the timber refining industry, while the rest 
will be available for the building of new power stations and for the expan- 
sion of the production of phosphate necessary for agriculture. Another loan of 
2.3 million dollars was obtained from the same bank in September to be used 
for the purchase of necessary machinery for the sawmill industry. This loan 
should be repaid in September 1951. No part of it was used last year, while 
of the first loan only a small part — about 546.000 dollars — was utilized 


The sum of 50.7 million Swedish crowns in interest for the past few years, 














a 





Nie. 
a 
arto 
the payment of which has, by agreement, been further postponed, has also 
been added to the debt. The total increase is thus equivalent to 2,383 mill- 
ion marks according to the rates of exchange current when the loans were 
obtained. But of that amount only 126 million marks of actual new capital 
was brought into the country. 

Loans which had been contracted far earlier but which had not been en- 
tirely utilized before the beginning of 1949 were of much greater import- 
ance than the aforementioned credits. A considerable amount of capital 

es thus brought into the country by the dispositions of the unutilized 
marks of credits part of these loans. This increase in the debt is equivalent to a capital of 


granted during 


previous years 3,678 million marks which was used for imports as stipulated in the loan 
were uti in 


1949. agreements. 

The country’s long-term debt thus increased last year by a total of 6,061 
million marks. But this only shows one side of the picture. At the same time 
foreign loans have been redeemed, according to contract, such as large 
amounts of some advances of relatively short duration. The total amount 
of the redemptions and amortizations amounted to 4,619 million marks, in- 
cluding some small re-purchases of bonds. The net increase was thus 1,442 

sii il million marks. But when the amount of interest mentioned above, which 
amortization of does not represent new capital, is deducted, the country did not actually 


long-term loans . : . 
actually by 815 obtain any new long-term capital last year: on the contrary, capital to the 


ceeded the new value of 815 million marks was exported. 

194 The above refers to actual movements of capital. Yet, the increased rates 
of exchange greatly raised the long-term foreign indebtedness as expressed 
in marks. The devaluation entailed an agio loss of 20,694 million marks. 
The total amount of Finland’s long-term foreign indebtedness thus totalled 
70,050 million marks at the end of 1949. 

Very great changes have also taken place in respect of Finland’s foreign 
short-term liabilities and balances, as will be seen from the following table. 
Only actual short-term debts running for a maximum period of one year 
have — according to the principles practised by the International Monetary 
Fund — been included. It should be noted that gross amounts of debts and 
balances have been used, consequently the amounts differ considerably from 
particulars published elsewhere. 

According to this table, debts as well as balances have about doubled. 
The short-term / His is partly due to the fact that the «gross» system has been more generally 
debts and batsn- used in calculating the amounts for 1949 than for previous years, for which 
bled, largely 2° * detailed information was not available. Since the largest part of the debts 


tuations. and _ balances in question are in foreign currencies, the rapid increase in these 
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Finland’s short term debts and balances 
31/12 1948 31/12 1949 Difference 








Debts mill. mk mil]. mk mill, mk 

The bank of Finland 
foreign currencies 933 2 191 +1 258 
Finnish mark accounts 1122 4189 +3 067 
clearing accounts (commercial) 1 616 4 639 +3 023 
Commercial banks’ debts 540 926 + 386 
Export guarantees 2 873 3,049 + 176 
Credits received without guarantee 465 = — 465 
Other import debts 300 500 200 
Total 7 849 15 494 +7 645 

Balances 

The State 440 —_ — 440 

The Bank of Finland 
gold 821 I 397 + 576 
free balances 3139 8 101 +4 962 
reserves for documentary credits 3 648 4104 + 456 
foreign bills and forcign money 213 48 — 165 
Clearing account 948 5 152 +4 204 

Commercial banks 

free balances 682 I 433 + 751 
documentary credit reserves 1 698 1 750 + 52 
foreign bills and money 28 56 + 28 
Other balances 168 479 + 311 
Total II 785 22 520 +10 735 
Short term net balances 3 936 7 026 + 3090 


amounts is, however, primarily the consequence of the devaluations. It has 

been calculated that when the short-term debts altogether increased by 

7,645 million marks, 3,366 millions of that amount was an agio loss caused 

by the devaluations. The actual increase in liabilities was thus correspon- 

dingly less or 4,279 million marks. It should be noted that the liabilities on 

Clearing Accounts have been increased by an old debt for goods imported 

from Rumania during the war. An agreement concerning the amount and 

terms of this debt was only concluded in July last year. After the redemp- 

tion in the latter half of 1949 and after the increases due to the devaluations, 

it amounted to 690 million marks at the end of last year, but it did not bring 

any new capital into the country. The actual amount of new short-term 

indebtedness obtained was thus only 3,834 million marks. Foreign balances 

increased by 10,735 million marks altogether, of which 5,937 million marks 

consisted of agio profits, while the increase in old short-term balances 

together with new assets amounted to 4,798 million marks in all. te | 
A comparison between debts, and balances shows that short-term balan- by 34090 ani Hon 

ces exceeded short-term debts by 3,936 million marks at the end of aa as 

1948. One year later net balances were considerably larger or 7,026 million “si9 aan” 

marks. In other words, they had increased during the year by 3,090 million 
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rr ol 
marks. Unfortunately the increase was mainly due to the increased rates of 
exchange, ‘so that the actual net increase was only 519 millions. For the 
sake of comparison it is worth mentioning that the movement in 1948 was 
in the opposite direction. The short-term net balances were then reduced 
very quickly, or by 5,665 million marks. 

The changes in the separate items of debts and balances need not here be 
examined. As shown by the table above all items have increased with two excep- 
tions. If the increases due to the rates of exchange are not taken into account, 
the reductions are somewhat more. Of the debts export guarantees have 
thus been reduced by 777 million marks and advances without guarantee 
by 495 million marks. Of the balances the following items have been reduced: 
the State’s assets by 440 millions, the Bank of Finland’s currency reserve 
for documentary credits by 1,077 millions, the Bank of Finland’s foreign 
bills of exchange by 189 millions, and the commercial banks currency reserve 
for documentary credits by 550 millions. 

If we finally summarize all figures concerning long-term and short-term 
debts and balances, we obtain the following picture of Finland’s foreign 





obligations: Mill. marks Mill. dollars 

1948 1949 1948 1949 
s Long term debts 

= > os The State’s debts to other countries 43 691 65 173 321.3 282.1 
a han an. The State’s other loans and guarantees 3 424 3 933 25.2 17.0 
lars. Other loans 799 944 5-9 4.1 
Total 47 914 70 050 352.4 303.2 
Short term net balances 3 936 7 026 29.0 30.4 
Net indebtedness 43 978 63 024 323.4 272.8 


Although the foregoing figures are partly based on preliminary informa- 
tion which may be subject to some alterations, this table gives a clear idea 
of the volume and structure of the foreign debt and the alterations which 


it has undergone during recent years. Expressed in marks, the net foreign : 
indebtedness has increased from 43,978 million marks at the end of 1948 to 
63,024 million marks at the end of last year. The increase thus amounted 
to 19,046 million marks, which is equivalent to 43.3% of the net indebted- 
ness at the beginning of the year. Since the total agio loss due to the devalua- 
tions amounted to 18,123 million marks, and when the increase of 2,702 
eniniaiaiil million marks in the debt previously mentioned, which was not capital im- 
ment of capital ort, is taken into account, the movement of capital in 1949 resulted in capi- 

in capital ex-tal exports of 1,779 million marks. 

Prillion marks. It should be finally noted that the considerable reduction in our foreign 
debt as expressed in dollars is a natural result of the fact that part of the cre- 
its were obtained in currencies the rates of exchange of which have not in- 

creased as much as the dollar rate. 6 
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A GLANCE AT THE PAST YEAR 


“T* results of production during the fourth quarter of last year were 

on the whole good. Thanks to this the year 1949 from an economic 

viewpoint was more favourable than the foregoing year, despite reduced pro-,, | aisha, 
duction in some branches during the spring and summer. It is obvious that ng 4 
the real national income exceeded previous records. Only in some places in en mtg - 
the countryside a more noticeable reduction in activity can be observed. 
Unemployment which had disappeared entirely in the summer, increased 

strongly in the autumn as a result of the reduced possibilities for work in 

the countryside. However, an improvement of the situation seems to be 

imminent. The export prospects towards the west have brightened consider- 

ably during the last months. This has increased the interest in timber purchases. 

On the other hand, the changed price conditions on the world market have 

enhanced the price of our imports. The rise in prices at home, during the 

last quarter of the year was considerably smaller than during the preceding 

months, but a stable level of prices has not yet been achieved. 


INDUSTRY. During the first post war years the increase in production 
was relatively speaking very great owing to the unnaturally low starting point. 
A minor increase in production gave a big increase in percentage, which was 
very easily achieved in many branches due to the fact that previously idle 
machinery of production was taken into use. It is much more difficult now 
to bring about a corresponding increase. Production is already above the 

in. ; : 
pre-war level and to show as great an increase in percentage as a yeat of PR a 
ago half as many goods again are needed. Last year’s 5% increase in the industrial pro 

re P " ae duction increased 

volume of industrial production was thus satisfactory in itself, although the by 5%. last year. 
increase seems small as compared with that of the preceding years. 


Index of the volume of the industrial production; level in 1935 = 100 


Quarter Home market industry Export industry Total industry 
1946 1947 1948 1949 1946 1947 1948 1949 1946 1947 1948 1949 
I 110. «6-135. «176-193 56 77 85 98 87 «mr 138 154 
Il 103 130 168 182 63 80 95 91 87 110 137 144 
iil I1g 128 150 1§9 66 74 87 80 95 105 124 126 
IV 122 1§7 171 190 7o 78 94 89 100 6124 139 ~«=148 
I-IV 113, 138 «6166 = 178 64 78 go 8&8 92 IZ IHS 142 
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With regard to 
the home market 
industry, produc- 
tion increased 1n 
1949 by 7°/,. 


The volume of 
production of the 
export industry is 
on almost the 
same level as in 
1948. 





The development of the volume of production during the last four years 
is evident from the following table. When comparing the index figures it 
should be observed that the basic figure for the different quarters has been 
fixed with regard to the normal apportionment of production on quarters 
before the war. 


Production continued to increase strongly within the home market industry. 
The volume of production was a good 10% greater for the fourth quarter 
than for the corresponding quarter a year ago, but for the whole of the year 
1949 the increase was somewhat less, or 7%. From information received by 
Unitas it is evident that the production of the chemical industry has increased 
most. Also in the textile industry and the luxury industry the increase has 
been comparatively great. The metal industry also continues to maintain 
itself well and none of the chief branches of the home market industry shows 
a decrease. The access to raw material was considerably better last year than 
previously. The activity within industry was satisfactory all through the year. 
The number of workers employed in the home market industry was 5% 
gteater during the last quarter of the year than during the corresponding 
period the previous year. 

The production of the export industry was to a great extent influenced by 
the changes in prices during the year. The decreased demand resulting in 
reduction in prices during the spring and summer noticeably reduced produc- 
tion. During the autumn the export situation improved and production drew 
close to the level of the year 1948. The development of production with 
regard to our most important export goods is shown by the following table. 


Index of the volume of export industry; level in 1935 = 100 


Quarter Sawn Timber Cellulose Paper Plywood 
1947 1948 1949 1947 1948 1949 1947 1948 1949 1947 1948 1949 
I 37 GF 73 86 94 109 12I 119 137 98 120 142 
II 68 77. —«82 85 98 gt 7116 13% 179 100 6123 = «©6127 
I 64 74 #2977 73 90 3s «65 Tq «(EEG «OTS 93 01 113 
IV 70 79 79 80 =. 9G go 104 124 124 100) 6109 —s«*I17 


I-IV 66 73 76 81 9s 89 113) 123°)—«s24 98 mz 124 


The number of working hours increased during the fourth quarter, but 
was, like the number of workers 7—8% less than a year ago. 

The year was most favourable with regard to the sawn timber and plywood 
industries. The manufacture of newsprint increased very considerably, which 
compensated the fall in the production of other kinds of paper. The production 
of cellulose, boards and cardboard did not reach the level of the year 1948. 
Closer information regarding the production of our most important export 
products is to be found among the tables under the heading »the production 
of the forestry industry». 


14 




















sR, 
fe} 


“Tae 


Building activity. The building of »Arava» houses which commenced last 
spring, has left its mark on the building activity during the year 1949. The 
number of completed dwellings increased by 13% and the number of rooms 
by 18% from the previous year. On the other hand, however, the area of 
newly built business and industrial premises dropped by 5%. While the 
average area of dwelling places has been somewhat reduced, the total cubic 
contents of the completed buildings have according to preliminary information 
increased by 5.5% as compared with the year 1948. However, the major por- 
tion of the houses which have been financed by »Arava» funds was only half 
finished at the end of the year. The work has been delayed through the strike 7, oie con. 
of the plumbers which lasted many months in Helsinki. The above informa- tents, of | the 


tion, collected from the 18 biggest towns and 8 market-towns of the country, ga the wall. 
shows a remarkable boom in the production of dwellings, which activity has see by 5-5 
been at a low level for a period of ten years. Building activity has also been 
lively on the smallholdings that have sprung up by virtue of the Colonization 


Act, while it has otherwise been more quiet in the countryside. 


Index of total consumption of cement in Finland; \evel in 1935 = 100 


Quarter 1938 1946 1947 1948 1949 
I 154 98 194 266 362 

II 171 94 133 195 231 

III 172 125 150 163 223 
iil 199 178 187 207 251 
I-IV 7s 125 1j7 193 246 


AGRICULTURE AND FORESTRY. Damage caused by frost last 
summer has proved to be greater than the preliminary information led one to 
expect. Only the rye and hay crops exceeded the results of the year 1948. 
The total harvest calculated in fodder units was thus 3% less for the year 
1949 than for the previous year. 


Totalcrops from arable land in million kilos 


Year Wheat Rye Barley Cereals Oats Potatoes Cultivated Fodder units 
Hay Mill. Index 


1935/39 191 353 185 729 725 I 323 3 $20 3 676 100 The harvest re- 
1945 165 156 152 473 330 780 2333 2. 247 . Seer 
1946 178 144 1ST 7H 334 891 2004 2206 60 in 1948. 
1947 196 195 160 ssi 431 1 144 1 720 2331 63 
1948 264 199 214 677 640 1950 2 308 3 264 89 
1949 248 201 175 624 616 1184 2 681 3 150 86 


The production of milk approached the 1938 year’s level and the quantity 
of milk weighed in the dairies increased from the previous year by 45%. 
The production of dairy butter amounted to 23 million kilos, which was 62% 
more than the previous year. The production of cheese increased by a good 
70%. Even the production of meat has increased noticeably. In certain 
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respects we have approached self-sufficiency with regard to animal food- 
stuffs; the export of some products has even been possible. Thus the dairy 
income of the farmers has increased perceptibly during last year. 


The cutting of timber has been considerably less than a year ago. The 
quantity cut during the second half of the year 1949 was only half as great as 
during the corresponding period the previous year. The cutting of fuel-wood 
has been mostly reduced, or to one quarter of the cuttings during the previous 
year. A great decrease has also occurred in the cuttings of pine pulpwood 

. and pitprops. The fellings of heavy red and white woods occur chiefly during 

The cuttings of : , i f 
—. have the first months of the year. As far as can be judged these cuttings will be 
creased. greater during the present season than a year ago but the access to labour is 
smaller than for piled timber. Thus the fellings of sawn logs give consider- 
ably less opportunities for work than the cutting of fuel timber and props. 

The stocks of sawn logs at the transport depots and factories at the be- 
ginning of last november were 15 % less than a year ago and the stocks of pulp- 
wood were correspondingly 14% greater. 


FOREIGN TRADE. The volume of foreign trade did not expand during 
last year. The total value of foreign trade certainly increased from 122,900 
The total value of Mullion marks in 1948 to 131,900 millions in 1949, but the rise is solely as a 


on ~ . , ‘ 
rongee ato mit, result of the devaluations. Calculated in dollars the value of foreign trade has 


liards greater in 


Hiards ereater jp fallen to 800 million dollars, from goo million dollars in 1948. War reparation 

millions less i= goods to a total value of 12,200 million marks were exported last year as against 
ing — 11,500 millions a year ago. 

Considerable structural alterations occurred, however, in foreign trade. 

During the fourth quarter the volume of exports reached up to 1935 year’s 

level, while it dropped under that figure for the whole year of 1949 by 21%, 

but compared with the year 1948 the volume increased by 18%. On the other 

hand, however, the volume of imports has been reduced by 7%. The price 

iain conditions have deteriorated to a striking extent, which is evident from the 

creased by 18°/,,fact that the average level of the import prices for last year was 7% higher 


imports decreased 


by 7;%/. the ba- than in 1948 and the export prices 3% lower. If the year 1935 1s taken as a 


lance of trade 


= basis (= 100) at the calculation of our »terms of trade» the figure of 135 is 
achieved for December 1948 while the figure a year later is only 102. The 
favourable relation which has existed between our export and import prices 
after the war, thus almost entirely disappeared during last year. The increase 
in exports previously mentioned and the decrease of imports tended, however, 
to re-establish equilibrium in the balance of trade, which showed an excess 
of imports of 10 milliard marks in 1948. 
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Despite stagnation in our export industry it was possible to increase our 
export trade during last year by reducing the volume of stocks. The develop- 
ment of our most important export products is shown in the following table. 


The distribution of the main products of the forestry industry 


Sawn goods Cellulose Paper Board & Plywood 
Cardboard 
1000 stds 1000 tons 1000 tons 1000 tons 1000 m* 


1948 1949 1948 1949 1948 1949 1948 1949 1948 1949 
Total production 81s 850 1080 101s js62 f66 140 104 ar2 age 
of which 


Commercial exports 470 607 yoz2 760 416 455 108 91 175 208 


War reparations exports 24 I 36 —_— 9 ° 5 ° 12 — 
Consumption at home 
and stocking up 321 242 342 255 +137 XIII ; aoe 25-23 


The exports of animal foodstuffs has risen to a figure worthy of 


e portion of 


“em , . ‘ : a. ah 
mentioning for the first time since 1939; it amounted to a good 1.5 milliard forestry products 


marks. The portion of the forestry products in the exports was, however, was 


compared with 


still as great as 88% as against 93% a year previously. 

The value of machinery and ships last year was 80% of the total volume 
of the war reparation deliveries. In 1947 the corresponding figure was 50%. 
This is as a result of the changes which were made in the war reparation 
program in 1948. In the future the proportion is also likely to be about the 
same. The somewhat increased value of the war reparation deliveries depends 





Index of the volume of foreign trade; level in 1935 = 100 














Import Export Total trade 

1946 |1947 |1948 |1949 |]1946 |1947 |1948 |1949 ||1946 |1947 |1948 |1949 
Month 
January 33 | 95 | 105] 119 |] 44 | 65 | 60 | 7oO]}] 39 | B80] 83] 95 
February 32 | 89] 143] 140 || 34 | 39 | 90 | 97]] 33 | 65 | 117] 119 
March 45 33 | 99 | 144 ]} 50 | 28 | 79 | Tor || 47 31} 90] 125 
April 40 | 35 | 130] 108 |] 48 | 55 | 98 | 95 |] 44 | 44] 116 | 102 
May 48 81} 112] 98 |] 53 | 90 | 56 | 67 I] 50 85 | 86] 84 
June 56 | 88] 142] 97 ]] 41 | 60 | 58 | 55 |] 47 | 71] 93] 73 
July 72 | 112] 116] 112 |] 35 | 64 | 60 57 || 49 82} 81] 77 
August 58 | 87] 111] 90 |} 42 | 62 | 54 | 56 1] 49 | 72] 76] 69 


September |] 53 | 106] 104] 109 |} 41 | 60 | 64 | 82 || 46 | 80] 80] 94 
October 49 | 95 | tor | 109 |] 56 | 62 | 63 | 93 }] 53 | 77] 80] 100 
November 44 | 103 | 111 | 113 |] 56 | 7o | 68 | 111 50 86 | 89] 112 
December 63 | 164 |] 176 | 132 57 | 58 | 75 | 103 59 | 107 | 122] 117 


Quarter 1 37 | 71) 115 | 134 ]] 43 | 45 | 75 | 89]1 40 | 59] 96] 112 
II 48 7o | 127] ror |} 46 | 68 | 66 | 68 |} 47 69} 97] 84 

Ill 61 | 102 | 110 | 104 |] 39 | 62 | 59 64 |] 48 78 | 79] 80 

IV 51 | 118 | 127 | 117 56 | 63 | 68 | 102 54 89 | 96 | 109 


47 | 64 | 67 | 79 || 48 | 76] o2] 95 
























































Year 51 93 | 121 | 112 
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on enhanced costs of production, because as far as the volume of these exports 
is concerned they are thought to have been smaller than during the previous 


year. The composition of war reparation deliveries 
1946 1947 1948 1949 

mill. mk % mill. mk % mill. mk % mill. mk % 
Timber 1402 160 1223 11.7 886 7.7 30 0.3 
Woodpulp 985 11.2 1146 11.0 816 7.1 — _- 
Board and Cardboard 600 6.9 542 5.2 421 3.6 39 0.3 
Iron and Steel 143 1.6 372 3.6 435 3.8 603 4-9 
Copper 350 4.0 382 2o 289 2.5 23 0.2 
Machinery 2475 28.2 2506 24.1 3346 29.0 4941 40.4 
Electrical requisites 476 5-4 641 6.2 571 4.9 600 4.9 
Movable railway material 494 5.6 835 8.0 1046 9.1 546 4-5 
Ships 1712 . 19.6 2674 25.7 3517 305 §163 42.2 
Other goods 138 1.5 84 0.8 219 1.8 281 2.3 


Total war reparation exports 8775 1000 10405 100.0 I1 §46 100.0 12226 100.0 


The reduction of imports effected chiefly coal and grain, which is clearly 


Seite stitial evident from the following table. The imports of coal and coke fell by 50% 


SS aa. ‘ , eae 
aoe oo vice from 2.4 million tons in 1948. The improved water power situation has 


ll of , ma: partly reduced the need, but a direct consumption from stocks can also be 
y EE have observed. On the other hand a considerable increase in the import of 
machinery has been achieved. Their portion of the imports was almost as 
great as during the best years before the war, or 23%. The import of textiles 


and textile products has also increased noticeably. 


Main import groups; value in million marks. 


1945 1946 1947 1948 1949 
Grain 1 365 3 088 6 586 6 835 3 359 
Other foodstuffs and luxuries 1 271 3 235 3 049 6 363 6 o10 
Metals and metal goods 1 092 3 433 7 708 10 472 11 891 
Machines and appliances 487 1 963 3 585 5 939 8 567 
Means of transport 52 I $33 3 879 3 233 3 446 
Mineral fuel 531 3 643 6 317 10 735 6 296 
Textile raw material and textile products 567 1 719 3935 6 493 11 866 
Chemical raw materials and products 644 2 604 5 260 5 794 6 194 
Other goods 812 3 056 6 652 10 505 8 648 
Total goods 6 821 24274 46 971 64 369 66 277 


Considerable changes have occurred during the year in the apportionment 
of foreign trade with different countries. Great Britain has continued to maintain 


cts hy fe i 
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her position as our chief trade partner. The portion of that country in our 
exports was 27%, and in our imports 22%; these figures in 1948 were 28% 
and 25% respectively. It should be specially emphasized that the exchange 
of trade with Great Britain last year resulted in an excess of exports of 3.2 
milliard marks. 

The Soviet Union also maintained her position as the next biggest trade yy portion- 
partner. Our exports increased to Denmark, Germany, Poland, Holland and nt ° Pe 
Belgium but decreased to Sweden, France, Switzerland and the United States. fountries | Bas 
It is noteworthy that exports to the other countries have increased. Trade spd tie munber 
agreements were concluded last year with eight countries, inter alia Japan and ss increased. 
India, with which countries we have had no trade connections during the post- 
war yeats. The United States have delivered a much smaller portion of our 
imports than hitherto. The changes in the foreign exchange rates that occurred 
in September will without doubt influence the geographical direction of our 
foreign trade. As an example may be mentioned that our exports to the United 
States were doubled during the fourth quarter as compared with the third 


quarter. 
The turnover of trade with different countries; value in million marks 
Excess of 
Imports Exports exports (+), imports (—) 
1947 1948 1949 1947 1948 1949 1947 1948 1949 
Soviet Union 5306 8271 7546 5608 8288 10010 +302 + 17 +2 464 
Poland 1712 4549 3201 948 1112 1506 —764 —3 437 —1 695 
Sweden 2252 3179 4376 2590 3082 2689 +338 — 97 —1 687 
Norway 1835 1429 972 921 793 834 —914 —636 —118 
Denmark 3017 §349 4013 3239 3593 4376 +222 —1756 +363 
Germany 17 496 866 53 466 2140 + 36 — 30 +1274 
Holland 2202 3958 $988 2055 4078 4615 —147 +120 —I 373 
Belgium-Luxemb. 3725 3274 3287 2343 2155 2728 —1382—I1II9 $59 
Great Britain 8 201 16673 14671 13579 16000 17844 +5378 —673 +3 173 
France 2018 2970 6362 1740 3165 3054 —278 +195 —3 308 
Italy 181 343 1 282 664 307 965 +483 — 36 —317 
Switzerland 367 735) = 677 414 508 171 + 47 —227 —506 
Czecho-Slovakia 324 680 1 239 156 299 696 —168 —381 —543 
United States 11139 8006 5079 5193 5363 4958 —5946 —2643 —I2I 
Argentine 2361 2799 3472 1427 1720 2017 —934 —1079 —I 455 
Other countries 2314 3658 3246 4298 5576 6980 +1984 +1918 +3 734 
All countries 46971 66 369 66277 45228 s6 505 65603 —1743—9 864 —674 
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HOME TRADE. The turnover of goods in the home trade has consider- 
ably increased during the past year. In the spring a weakening in demand 
was noticed, which to some extent reduced the turnover within certain 
branches. Gradually the demand increased and towards the end of-the year 
many shops could enhance their sales toa record extent. The fallin the con- 
sumption of alcohol is an interesting exception from the general tendency. 

the turnover of LHe Sales value of the goods, which are liable to turnover-tax rose last year 

goods in home by 30%. Unitas’ index for the value of home trade increased by 16%. The 

“= hood year variety of goods in the shops has become greater and the stocks have increased 
during the year. 


Index of the value of home trade; \evelin 1935 = 100 


Quarter 1946 1947 1948 1949 
I $99 767 1380 1 640 

II 638 792 1458 1592 

Ill 560 813. 1515 1705 
lV 789 «11102 1690 2058 
I-IV 672 870 rslo I7$f2 


Le BMT RRR AE A RTE PRL at MY LR a ces Rae, RE WTRSES 


PRICES. Prices showed a falling tendency during the first months of the 
year, but this was, however, interrupted in the surmmer, when the prices 
began to rise from generally known causes. During the fourth quarter, 
however, the increase in prices had been noticeably retarded, which is evident 

ieaiiiieaiill from the fact that both wholesale prices as well as the cost of living increased 

- 2 by only 1.2% from September to December. The average level of the whole- 

en Red Mee. sale prices for the year 1949 was not quite 1% and the cost of living not 
in 1948. fully 2% higher than a year ago. 


In relation to the normal situation before the war the prices have been - 


further levelled out during the year. Industrial commodities have increased 
in price, while the prices of agricultural products and especially forestry 
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products have fallen. Only rents are at present on an abnormally low level. 
Taxes are still exceptionally high,although they have been somewhat reduced 
during the year. 

The price development on the home market; index, level in 1935 = 100 


1945 1946 1947 1948 1949 Increase 4-, Decrease —, in % 
XII XII XI Xi «OXir 1945 1946 1947 1948 1949 


Wholesale prices 607 72s 1010 110g 1138 +937 +19 +39 +9 +3 
of which: 

Imported goods 582 859 962 1049 1144 +66 +48 +12 +9 +9 

Finnish goods 6o9 672 1029 1126 1135 +104 +10 +53 +9 +1 


of which: 
Agricultural products 639 667 1571 1269 1244 +142 +4-+4121 —I9 —2 
Forestry products 746 891 1386 1522 1409 +102 +20 +56+10 —7 
Industrial products 555 603 738 950 1012 +94 +9 +22 +29 +7 


Cost of Living 440 jog 78s 869 897 +99 +16 +54 +10 +3 
of which: 
Foodstuffs 518 533 9941075 1097 +142 +3 +86 +8 +2 
Housing 144 144 161 161 221 +6 +o +12 +0 +37 
Clothing 435 $68 679 9341012 +51 +31 +20 +37 +8 
Taxation 402 916 1155 1930 1840 +120 +128 +26 +67 —5 


The increase in prices of imported goods as a result of the devaluations has 
hitherto been relatively moderate. The reason that the increase has not been 
greater, is partly due to the fact that the State has endeavoured to eliminate 
the effects of the increased rates of foreign exchange on the price level at 
home, through decreases in taxation and reductions of customs duties and 
the levelling of prices. Our most important export goods were marked last 
year by a catastrophic reduction in prices. The following table shows the 
development of the different export prices in Finnish marks. Calculated 
in foreign exchange the reductions in prices are obviously considerably greater 
than those mentioned below. 
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Index for the F.O.B. prices of the exported goods; level in 1935 = 100 


Kind of goods 1947 

Many of our Pitprops I 433 
fallen Peven in SPats 1 818 
Finnish marks. Battens 1 182 
Boards I 190 

Plywood I 438 

Sulphite cellulose, dry 1138 

Sulphate cellulose, » 1179 

Cardboard, white 1 050 

Newsprint I 073 

Wrapping paper 879 

All export goods 1175 


1948 
I 738 
2 135 
I 299 
I 347 
1 468 
I 384 
I 425 
1197 
1 254 
I 190 


I 383 


1949 
1 869 
1 925 
I 387 
I 463 
I 540 
1 146 
1 135 
1 095 
I 202 
1179 


I 336 


72 /O 
1947 1948 1949 
+31 +21 + 8 
+23 +17 —I10 
+48 +10 + 7 
+36 +13 +=+49 
+42 + 2 + 5 
+59 +22 ong? 
+81 +21 —z20 
+30 +14 “~~ 
“ss 7 64 
+33 +38 —1 
+47 +e —y 


Increase (+-), decrease (—), % 


THE MONEY MARKET. The deposit activity developed especially 
favourably during 1949. The deposits by the public in all monetary institu- 
tions increased by 26.,200 million marks, of which increase time deposits 
constituted 22,200 millions. The corresponding amount for the year 1948 


The increase in 


was 15,400 million marks and 13,700 millions respectively. The following 


deposits — 62%/etable shows the apportionment of the deposits on the different monetary 


greater than in : . 
1948. institutions. 


Deposits by the public in the monetary institutions 


Total deposits in mill. marks 


31.12. 48 30.9. 49 


Commercial Banks 44 045 
Savings Banks 29 334 
Co-operative Credit Societies 14 028 
Post Office Savings Bank 9 593 
Other banks 3 886 


All banks 100 886 


Time deposits in mill. marks 
31.12.48 30.9. 49 31.12.49 


Commercial Banks 24 468 
Savings Banks 27 381 
Co-operative Credit Societies 12 691 
Post Office Savings Banks 9 593 
Other banks 3 785 


All banks 77 918 


5° 430 
34 282 
16 984 
11 626 

4 402 


117 724 


29 050 
32 129 
15 456 
11 626 


4 324 
92 585 


31. 12. 49 


54 355 
37 479 
18 156 
12 237 
4 848 
127 075 


31 079 
35 374 
16 649 
12 237 
4 806 


100 145 


Increase since 
Dec. 48 


Sept. 49 


milj. mk %  milj. mk % 
10310 89. 23.4 3925 78 
8 145 27.8 3197 9.3 
4128 29.4 1172 6.9 
2644 27.6 611 5-3 
962 24.8 446 10.1 
26189 26.0 93ST 8.0 
Increase since 

Dec. 48 Sept. 49 
mill. mk % mill. mk % 
6611 27.0 2 029 70 
7993 29.2 3245 10.4 
3.958 31.2 I 193 7-7 
2644 27.6 611 5-3 
I O21 27.0 482 II.z 
22227 285 7560 8&2 


The demand for credit has been very lively. The total loans to the public 
by the commercial banks increased during the year by 13,000 million marks. 
In order to be able to satisfy the need for credit of trade and industry some 
banks had to resort to re-discounting. The re-discounted bills amounted to 
2,400 million marks at the end of last year, which was 700 million marks more 
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than a year ago. The cash position of the commercial banks improved on the 
other hand, i.e. by 2,000 million marks. 
Besides re-discounting, the Bank of Finland has extended its bill-credit to 
the State by 2.8 milliard marks and the granting of credit to private firms 
by 1.7 milliard marks. The notes in circulation increased as at the end of 
December to 29,600 million marks. The increase during the year was 2,200 ae 
The notes in cir- 
millions. culation increased 


zo at the end of 1949 
However, the State was able to reduce the debt at home by 1,000 million > © ae record 


marks during last year. On the other hand, however, the foreign indebtedness williard marks. 
increased by 20,000 million marks as a result of the devaluations. The total 
State indebtedness at the end of last year was 140,000 million marks as against 
ere 122,000 millions at the close of 1948. 
The banks’ foreign indebtedness increased by 3,000 million marks during 
the year 1949. 
The rates of interest decreased last year. The lowest discount rate of the 
Bank of Finland was reduced from 71/,% to 5 3/,9%4. The other banks reduced 
their interest rates on loans to the public to a corresponding degree, while 
the rates of interest on deposits were reduced by 1%. 
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THE STOCK EXCHANGE. The dealings in securities were relatively 
lively during 1949. The total turnover of the Helsinki Stock Exchange 
amounted to 1,617 million marks, which means an increase of 27% as 
compared with 1948. Holding Certificates and the Second Compensation Loan 
bonds were sold for a total value of 765 million marks. The price development 





Money market; final figures in million marks 
























































b Commercial Banks 
All banks’ 
Month Cash Time Deposits Excess deposits foreign debt 
1947|1948|1949] 1947 | 1948 | 1949 | 1947 |1948 | 1949 || 1947|1948]1949 
January 2984/3 20414 880] 17 913]20 152]25 O17] 5 51315 156] 3 617]| 4806/1 631/1 167 
February 2 128]2 922/13 241] 18 101|20 345/25 663] 3 748]2 215] - 528]| 4621/1 525]1 606 
March 3 08513 86314 539] 18 774]20 760]26 406] 5 c00]4 585] 2 789]] 3 762]1 162]1 235 
April 2 2§6]3 417]3 880] 18 939/21 175|26 889] 4 148]2 950] 1 464]] 4572/3 196]2 O91 
May 2 $2313 113]3 698] 18 955]21 154127027] 3752] 586]-1 105]| 3722/3 135|2 361 
June 2 30113 276]4 280] 18 966)21 368]27 137] 4 058|1 049] 1 355] 3 360]3 589]1 726 
July 2 097|3 774|6 640] 19 197|21 765|27 755] 3 920]2 861] 3 795]| 1940/4 1012/2 092 
August 2 454)3 775|5 463] 19 645|22 675|27 861) 5 513)2 853] 2 761)| 1968/3 930/2 596 
September |] 3 131]5 49013 852] 19 514]22 820|29 O50] 6 39314 224] 817]| 690/13 055|4 676 
October 3 05016 497/6 115] 19 270/22 860]29 037] 5 170/5 938] 2123]| 588]2 68914 963 
November |] 2 299]3 506]4 300] 19 098]23 072129 306] 2 860]2 255 33|] 364/1 493]5 099 
December 6 280]3 93315971] 19 982|24 415|31 079| 6 676]3 667] 2184]] 337] 75813 787 
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for shares was reasonably stable during the year. During the first five months 
industrials showed a strongly rising tendency, while prices for bank shares 
were on the whole unchanged. During the last months the prices for bank 
shares also began to show an upward tendency, which was obviously depen- 
dent upon the anticipated new issues. Quite at the end of the year a real boom 
occurred when the prices of all shares rose. Unitas’ index for all shares for 

Prices of shares @St December was thus 19% higher than for the same month in 1948. 

rose by 19%/, 

during the year. Index for share prices; level in 1935 = 100 


1945 1946 1947 1948 1949 Increase (+), decrease (—), % 
XIT XII XII XII XII = 1945 1946 1947 1948 1949 


Banks 140 IIO 104 94 104 + 30 —21 —5 —10 +10 
Industry $45 436 423 258 315 +118 —20 — 3 —39 +22 
Finnish SteamshipCompany 778 8411031 9701113 + 72 + 8 +23 —6 +15 
General Index 416 340 336 228 272 +100 —18 —1r —32 +19 


Prices of bonds have also noticeably increased. The prices for State bonds, 
which are quoted once a week on the Helsinki Stock Exchange, have developed 


; as follows during the last three years. 
Stronglyincreased 
prices for bonds. 
The development of prices for bonds 


Rate of Quoted State Loans The buying rate at the end of the year 
interest 1947 1948 1949 
5°42 War reparation Loan 1920—1968 7o 57 76 
5 "ls 1934—1972 7° 57 75 
5 1935—1960 65 52 75 
4's I 1936—1966 55 50 74 
4's Il 1936—1966 55 50 74 
4 I 1937—1967 53 47 72 
4 I Compensation Loan Group II 1940—1965 55 60 7o 
5 1943—1953 85 78 88 
5 1944—1954 85 77 87 
5 1945—195§5 85 76 85 
5 1946—1956 84 75 84 
3 %/, Il War Loan, Group I 1945—1951 48 76 95 
3%. Il » » .» 1945—1952 47 69 92 


The increase in prices which on the one hand means reduced effective 
interest, shows on the other hand that the interest in long term monetary 
investments has increased. 
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SOME EXPLANATIONS OF THE 
UNITAS FIGURES 


The tables and diagrams are based partly on official statistics, partly on data collected by the bank itself. 
For the sake of clearness the material is presented in a uniform manner. For this purpose all the index numbers 
are founded on the same basis — the year 1935, recommended at an inter-nordic meeting of statisticians as a 
suitable basis for calculating indices. 


STATE FINANCES AND RATES OF INTEREST. The foreign debt is converted into marks at current 
rates of exchange. — The debt to the Bank of Finland ists of di ted bills due to the treasury adjusted in 
accordance with the balance on current accounts. 





THE MONEY MARKET. In general the tables and diagrams are based on the material provided by the 
official banking statistics. — The internal loans of the Pank of Finland include mortgages, loan accounts, dis- 
counted and re-discounted bills. — Total deposits in cial banks include deposits onlong term and current 
accounts held by private individuals and accounts of other credit institutions; loans embrace inland bills, 
individual loans, accounts with overdraft facilities and loans to Finnish credit institutions. — The deposits 
in financial institutions embrace deposits anid current accounts of the public in commercial banks, 
savings banks, Co-operative Credit Societies, Mortgage Institutions and the Central Bank for Co-opera- 
tive Credit Societies, Ltd. together with public deposits in Post Office Savings Banks and Consumers 
Co-operative Credit Societies. 





PRICES. The wholesale price index is the index of the Centra} Statistical Office. — The cost of living index 
which is officially calculated by the Ministry of Social Affairs, is here given in two different series, the one with 
the year 1935 and the other with the period Aug. 1938—July 1939 as a basis. 


FORESTRY INDUSTRIAL PRODUCTION. The information regarding quantities has been obtained 
from the Associations of the various branches. Sawn goods includes sawn soft woods. The figures of production 
for cellulose are given in dry weight as are also those for mechanical pulp. The figures for mechanical pulp only 
concern production for direct sales. Boards and cardboards do not include the production of wall boards and 
insulite. The production figures for plywood include besides ordinary plywood also the production of block boards, 


THE INDEX FOR INDUSTRIAL PRODUCTION. The quarterly index figures given in Unitas and 
calculated for the industrial production which are to be found in the economic review, are based for the export 
industry in general on the figures of production which are to be found in the table »Forestry Industrial Production». 
Regarding the home industrial market the data for the value of production are received direct from the 
representative firms within the various branches and for the calculation of the index of volume an adjusted 
price index for the home industrial products has been used. The part of the export industry and home market 
industry in the index for the whole industrial production is proportionate to their value of production for the basic 
year 1935. In calculating the quarterly index the production during a given quarter is compared with 
the corresponding quarter of the basic year. 


INDICES FOR IMPORTS AND EXPORTS. The tables are based on material obtained from the Statistical 
Office of the Board of Customs. 


COMMERCE The tables and diagrams are based partly on official statistics and partly on the banks own 
statistics. Information regarding the value of home trade is obtained from the Central concerns for 
Consumers co-operative Societies and the larger trading concerns in Helsingfors as well as from about 
fifty representative wholesale firms throughout the country. The index for shares is based on thirteen 
representative Stock Exchange papers; their share in the index is proportionate to the size of the share 
capital of the different concerns in 1935. 
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STATE FINANCES AND RATES OF INTEREST 
















































































Public Debt || Stare revenue || Final rates of | 
—— To | interest, °/y 
Foreign | Bank of| Total Official 
Month Finland Taxes Total minimum Deposit 
Mill. mks | Mill. zaks | Mill. mks |) Mill. mks | Mill. mks — | 
1935 2 763 — 4020 2 597 4559 4.0 3.75 
1938 I 211 ~ 3 674 3 664 5535 4.0 3-5 
1946 31633 | 17322 | 104769 || 52500 | 104 345 4.0 3.5 
1947 38557 | 18386 | 117763 || $7845 | 94 261 5-25 3-5 
1948 43 Go5 19 211 | 121617 82 822 | 113 692 7.25 6.0 
1949 62998 | 21950] 139 844 . 5.75 5.0 
1948 Oct. 43 616 23540 | 123 650 6 505 7710 7.25 6.0 
Nov. 43 767 20045 | 118 967 II 242 12 305 7.25 6.0 
Dec. 43 605 19 211 | 121617 16 660 26 423 7.25 6.0 
1949 Jan. 43 709 | 19123 | 117744 4 192 5 346 7.25 6.0 
Febr. 43 729 14991 | 112994 5 240 6 506 6.75 6.0 
March 43 781 17504 | 116272 2 677 4 769 6.75 6.0 
April 42 745 18 449 | 114035 9 876 II 530 6.75 6.0 
May 42 732 16136 | 111 885 10 085 12 402 6.75 6.0 
June 42 453 16419 | 114996 3,020 4750 6.75 6.0 
July 49 861 | 20329 | 123 396 4 148 6753 || 5,75 5.0 
Aug. |} 49933 | 20417 | 123614 12040 | 13918 5-75 5.0 
Sept. | 61 283 20629 | 136029 4 800 14 643 5.75 5.0 
Oct. 61 315 22294 | 137 463 5 653 7 732 5.75 5.0 
Nov. |} 61 232 21162 | 135 166 II 310 13 158 5-75 5.0 
Dec. || 62998 21950 | 139 844 || a 5.75 5.0 
Internal debt = § Public Debt | = Foreign debt 
oan 1939 | 1945 1946 1947 1948 1949 onan 
| 0 
60 | 60 
4 I 
20 | I] | | 20 
seeeeeseengs| |i | | | 
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Notes in circulation = J 
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THE MONEY MARKET 


Figures for the last day in mill. mks 
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Bank of Finland Commercial banks || pera 
| deposits b 
wane Gold . ; Re- Total | the public 
Month reserve, | Notes in di h Depo- L |in all finan- 
foreign |circulation| @SCOU"” o— sits cans cial insti- 
gn oO . 
> ted bills credits | tutions 
currencies 
‘ 1935 1739 1 381 = 782 7 980 7 462 | 13 996 
1938 3 402 2 086 ~ 1177 || 10755 9212) 19937 
| 
| 
1946 1917 | 18 233 2458 | 29409 | 35430 | 29530]| oors 
i 1947 | 623 | 25 162 3.496 | 34896 || 44336 | 37660) 85 426 
1948 2295 | 27 369 1697 | 35023 || so125 | 46458 || 100859 
1949 | 2697 29 606 2428 | 40 302 61 980 57 976 | 127 075 
1948 Oct. | 843 28 ol! 78 38 920 51 309 45371 || 98157 
Nov. | 1543 27 400 I 325 35 826 48 191 45.936 || 96315 
Dec. || 2295 27 369 1 697 35 023 50 125 46 458 || 100849 
\| 
ite 1949 Jan. 2271 | 25 782 764 | 34502 || 53171 | 49554 | 104 008 
Febr. | 1954 | 27 353 3634 | 35409 || so155 | 50683 |) 102711 
March | 2024 27 407 927 36 211 || 55 161 $2371 || 108 208 
April || 1477 | 27741 130 | 37682 || 56408 | $4944 || 110797 
May | 1579 28198 |*° 2523 | 37904 | 53.990 $5095 || 109 872 
June =| 1573 | 27934 1165 | 37225 55766 | 54410 | 112 724 
July | 2473 28 252 196 | 39 766 || 39443 | 55648} 116996 
Aug. | 2349 28 677 335 39 905 58 225 55 464 | 117 726 
Sept. | 2 257 28 389 710 39 725 57 822 §7 005 || 117724 
Oct. | 1 848 28 036 822 | 40 569 61 058 58 935 | 121 549 
Nov. \ I 905 28 613 2073 49 310 || 59773 59 740 || 121 623 « 
Dec. | _2 697 29 606 2428 | 40302 || 61 980 59 796 || 127 O75 
Bank rates of interest 
Lowest discount rate of Bank of Finland = J | = Deposit rate of commercial banks 
*lo! 1939 1945 1946 1947 ‘le 
8 8 
6 6 
‘ « 
; # 2 
‘ 2 
ms ere ew ree Pea Tb epee CeO 
All financ. instit. = J Time-deposits by the public | = Comm. banks 
ail. mk 1939 | 1945 1946 1947 1948 1949 unas 
80 
60 
«a 
20 
s 89.798 § Fv ee Laoc—cco“<ee..eeee ee 
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IMPORTS <2 
Value in mill. mks 
SS RE ER 
Raw ma- | Machinery,| Food- Other 
Year terials & means of stuffs |  con- Total Surplus of 
Month = transport, & sumption || imports imports 
eaeemmenes etc. luxuries goods 
1935 2 433 993 823 1 095 5 344 — 896 
1938 3 571 I 923 I 200 1913 8 607 209 
1946 10 754 4 887 6 311 2322 24 274 I 224 
1947 22 719 10 105 9 635 4512 46 971 1742 
1948 32 244 12 641 13 199 8 285 66 369 9 864 
1949 30 248 15 191 9 370 11 468 66 277 674 
1948 Oct. 2919 978 805 824 5 525 —160 ( 
Nov. 2 638 1 378 1 079 866 5 961 452 
Dec. 4 081 1 376 1 657 I 190 8 304 2 902 
1949 Jan. 1 985 877 612 638 4113 989 
Febr. 1930 885 689 696 4 200 519 
March 1 992 I 106 929 779 4 806 929 
April 2 250 955 654 745 4 604 588 ele 
May 2 228 I 314 917 861 5 320 I 214 
June 2 073 I O§t 657 810 4591 —76 
July 2735 1 396 819 833 5 783 —278 
; Aug. 2 297 1 168 514 824 4 803 —699 
Sept. 3 097 I 535 554 1 168 6 364 || —1 081 
Oct. 3 322 2 Oo 647 I 424 7394 || —740 
Nov. 3 347 I 323 819 I 292 6781 || —1 402 
Dec. 2992 I 578 1 550 I 397 i ae 709 
Imports &» exports, total value 
Imports = J 12-month averages | = Exports 
Dotted lines show import price index acc. to trade statistics; ievel in 1935 = 100 
= 1939 | 1946 
4800 
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Value of imports, main groups 
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Production goods = J 12-month averages = Consumption goods 
Dotted lines show import price index acc. to trade statistics; level in 1935 = 100 
{piseewer cee 
= 1939 1945 1946 1947 1948 1949 | 4 
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EXPORTS 


Value in mill. mks 


















































be eT ER Sere 
Year Animal Wood Pe = Ip Other ng Reparation 
Month foodstuffs goods products goods exports deliveries 
1935 454 2 696 2 516 574 6 240 — 
1938 699 3 360 3 458 881 8 398 ~ 
1946 141 9744 II 199 1 966 23 050 8 775 
1947 55 19 467 21 723 3 983 45 228 10 407 
1948 56 23 797 28 940 3 712 56 505 11 546 
1949 I $90 31 045 26 713 6 255 65 603 12 226 
1948 Oct. 8 2 885 2 526 266 5 685 734 
Nov. 6 2731 2 464 308 5 509 1 355 
Dec. 28 2 O10 2932 433 5 402 923 
1949 Jan. 9 771 1 965 379 3 124 756 
Febr. 4 1 167 2217 293 3 681 321 
March 69 I 420 2 029 358 3 877 968 
April 55 1 268 2 270 423 4016 780 
May 97 I 322 2 205 482 4 106 1132 
June 103 2158 2 070 336 4 667 1152 
July 68 3 865 1 687 443 6 063 758 
Aug. 58 3 495 1 528 421 5 $02 834 
Sept. 118 4 258 2 390 677 7 443 949 
Oct 260 4 238 2 883 753 8 134 1 251 
Nov. 457 4 109 2 906 711 8 183 2 402 
Dec. 293 2974 2 562 979 || 6808 923 
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Value of free exports & reparation deliveries 
12-month averages 
Dotted lines show export price index acc. to trade statistics; level in 1935 = 100 


| = Reparation deliveries 





1945 





























, . = 


Paper & pulp products = J | 
Dotted lines show export price index acc. to trade statistics; evel in 1935 = 100 
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Value of exports, main groups 


12-month averages 



























































. =. oe Se 


= Wood goods 





1945 








[serve 


} 1946 





Twvweur we 


1947 





, Tse. Se 























PRODUCTION OF FOREST INDUSTRY 





















































Mechani- | Boards 
Year ne — cal Pulp News- Other & Card- ||Plywood 
Month goods ose (for sale) print paper oni 
1000 stds | 1000 ton 1000 ton | 1000 ton 1000 ton 1000 ton 1000 m? 
1935 1 173 1137 312 306 151 106 185 
1938 I 031 1 471 265 414 175 120 232 
1946 632 739 83 248 209 126 147 
1947 74° 954 91 290 228 135 192 
1948 815 1 080 138 328 233 140 212 
1949 850 I O15 146 382 183 104 231 
1948 Oct. 104 II 31 23 12 19 
Nov. 202 102 13 31 21 II 20 
Dec. 92 13 28 18 10 17 
1949 Jan. 99 19 30 18 Te) 19 
Febr. 2u1 96 13 29 17 10 20 
March 106 II 34 16 10 22 
April | 84 8 28 13 8 19 
May > 244 102 12 33 14 8 21 
June J 65 10 29 12 7 17 
July 49 13 33 It 5 15 
Aug. 194 61 13 27 16 8 19 
Sept 73 13 33 18 9 19 
Oct. \ 93 12 36 16 9 21 
Nov. 201 100 13 36 17 10 21 
Dec. J 87 II 34 1§ 10 19 
Index for the volume of production 

Paper = J 3 monthly average; level in 1935 = 100 | = Cellulose 
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Index for the volume of production 

Plywood = J 3 monthly average; level in 1935 = 100 | = Sawn Goods 
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PRICES 


Index; level in 1935 = 100 (for cost of living also Aug. 1938 — July 1939 = 100) 













































































Wholesale prices for home market goods | Cost of living 
Year Agricul E Industri Im- | AD | Level 
gricult. orest | Industrial m : 
Month products | prod. prod. | ported || home, Lennie — 
Finnish | Finnish | Finnish | goods goods || 935= 1939=100 
1935 100 100 100 100 100 | 100 93 
1938 117 145 110 104 114 || 108 100 
1946 652 834 $94 763 686 490 450 
1947 I O10 I 063 636 904 825 636 584 
1948 1 397 I 499 903 I 022 I 090 855 786 
1949 I 136 I 431 980 I 092 1 098 871 799 
1948 Oct. I 318 I 546 952 I 032 I 110 882 810 
Nov. I 285 I 536 951 I 043 I 107 876 805 
Dec. 1 269 I 522 959 | 1049 || 1 104 869 798 
1949 Jan. I 137 I 516 950 1 060 I 088 866 795 
Febr. 3 227 I 485 948 1 068 I 083 850 780 
March I 082 1 485 943 1 065 1 075 841 772 
® ¢ April I 057 1 480 946 I 061 I O71 844 775 
May I O17 I 418 949 1 060 I 057 845 776 
June I 050 I 418 951 I 044 I 058 852 782 
July I 157 I 409 I 004 I 074 I 102 887 814 
Aug. 1 144 I 394 I O10 I 109 z 222 881 808 
Sept. I 187 I 373 I O14 I 135 I 124 885 813 
Oct. I 228 I 393 I O1§ I 141 I 134 go! 828 
Nov. I 218 I 392 I O15 I 144 1134 | 898 824 
Dec. I 244 I 409 1012 | 1144 1 138 899 826 
Home market wholesale prices 
Home market goods = J Index; level in 1935 = 100 | = Imported goods 
*le| 1939 | 1945 "Ie 
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Wholesale prices & Cost of Living 
Index; level in 1935 = 100 | = Cost of living 
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General index of 
Hom marke goods = J 
PF TREES TAUNTS 





0 
1939 1945 1946 1947 1948 1949 lo 














Wt 


i} 














YW HH 
WA 
| | 
1H I 
a 


i i ' _wrT Ve! ee 


1 























COMMERCE ETC. 






































Value of Helsinki Stock Exchange | Rail 

internal : ; : | — 
Year eiadiec Prices of shares;level in 1935100! Bank- goods 
Month || Index; || Sales | Bank | Industrial! All || TUPtcies || traffic 

1935-100 || Mill. mks | Shares | shares | shares || Number |/unie'te” 
1935 100 235 100 100 100 724 686 
1938 145 222 123 135 131 547 761 
1946 672 1 188 125 469 363 108 820 
1947 870 I 249 104 385 308 115 824 
1948 I 510 1 276 100 316 265 142 863 
1949 I 750 1 617 95 294 260 378 812 
1948 Oct. || 1519 99 97 272 237 1s | 72 
Nov. 1 680 114 96 266 233 12 68 
Dec. I 910 gI 94 258 228 25 62 
1949 Jan. 1 576 89 94 277 241 22 60 
Febr. 1 724 84 95 281 246 25 64 
March) 1 614 217 93 283 255 42 7o 
April || 1 376 189 93 300 267 38 63 
May || 1740 84 94 305 270 43 64 
June 1 671 157 94 291 261 19 62 
July 1565 76 94 289 260 27 68 
Aug. 1 752 124 95 292 262 12 67 
Sept. || 1756 151 94 302 267 28 73 
Oct. 1 860 141 97 298 259 22 78 
Nov. || 2 065 131 98 297 259 25 76 
Dec 2 280 174 104 315 272 | yb en 68 


















































Prices of shares on Helsinki Stock Exchange 


Industrial shares = ] Level in 1935= 100 | = Bank shares 
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Turnover of the wholesale trade 








Value = J 12-month averages; level in 1935 = 100 | = Volume 
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